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Decrease in West German Payments Surplus 


Data in the latest Monthly Report of the Deutsche 
Bundesbank show that the influx of gold and foreign 
exchange has slowed down considerably since the last 
week of September, the Bank’s total holdings rising by 
only DM 75 million in October, compared with DM 1,104 
million in September, DM 1,459 million in August, and 
DM 858 million in July. The German surplus with EPU 
accordingly declined to DM 110 million in October, from 
DM 994 million in September and DM 1,180 million in 
August. The decisive factor behind the recent change 
was the cessation of speculative movements after the end 
of September. The Report points out that the inflow may, 
in fact, already have been followed by some outflow of 
short-term funds. Another reason for the smaller surplus 
in October was that large prepayments on foreign arma- 
ment deliveries were made; they amounted to DM 140 
million, compared with a monthly average payment of 
DM 60 million in the third quarter of 1957. It is possible 
that the goods and services surplus was also reduced in 
October, but no figures are as yet available. 


The impact of international speculation in foreign 
exchange during the summer of 1957 can now be clearly 
ascertained. In the months July-September, DM 2.2 bil- 
lion of foreign exchange was accumulated at the Bundes- 
bank in addition to those funds arising from the surplus 
on all current and capital transactions; this surplus 
amounted to only about one third of the total accrual at 
the Bundesbank. By far the largest single item causing 
the discrepancy between foreign exchange movements 
and actual balance of payments transactions was change 
in the leads and lags in payments, which alone ac- 
counted for an influx of DM 1.4 billion in the third quar- 
ter of 1957. The other extraordinary source of foreign 
exchange accumulation during this period was the increase 
in deutsche mark accounts held by nonresidents with 
German commercial banks (presumably funds of foreign 


Legal Status of Gold Coins 


A decision by the Court of Cassation in Rome has 
upheld the legal tender status of the British sovereign. 
The Court accordingly rejected the appeals of several 
persons who were convicted in Milan for making and 
passing counterfeit sovereigns. A number of similar cases 
in other parts of Italy had been adjourned until judg- 


ment in this case was announced. 


Source: The Times, London, England, November 2, 1957. 


banks that were engaged in forward operations in deutsche 
mark). But except in August, when the total of such 
accounts rose by DM 437 million, this rise in foreign-held 
DM balances was not of as much importance as the change 
in the leads and lags: in September, for instance, the 
difference between the surplus on all transactions and the 
—higher—influx of foreign exchange, expressing largely 
a change in leads and lags, rose to DM 660 million. 
But in the same month, foreign-held DM balances with 
German commercial banks rose by “only” DM 109 
million. 

Actual transactions on goods, services, and capital ac- 
count resulted in a surplus of DM 1.2 billion in the third 
quarter of 1957, which was larger than the surpluses in 
the preceding two quarters and in the third quarter of 
1956. For the first time in several months, the Report 
ventures to predict that, on the basis of several indica- 
tions, the surplus may decrease in the coming months, 
both because of a decline in the trade surplus and a 
further rise in the deficit on capital account, the latter 
resulting from larger defense and restitution payments. 

The cautious prediction of a decline in the trade sur- 
plus is based on both imports and incoming export orders. 
Imports were high again in September (see this News 
Survey, Vol. X, p. 147); and when the period January- 
September 1957 is taken as a whole, imports exceeded the 
1956 level by DM 3 billion, or 15 per cent. There was also 
a further shift in the ratio of imports to gross national 
product (i.e., the “import quota”), as the former again 
rose faster than the latter. Incoming export orders were 
lower than current output for export in both August and 
September. The same is true for the period April-Septem- 
ber, whereas in the corresponding period of 1956 incom- 
ing orders had exceeded current output by 9 per cent. 
Source: Deutsche Bundesbank, Monatsberichte, Frank- 

furt am Main, Germany, October 1957. 


Europe 

U.K. Gold and Dollar Reserves 

The U.K. Treasury announced on November 4 that 
gold and dollar reserves of the sterling area rose by 
$243 million in October and at the end of the month 
amounted to $2,093 million. Since this figure includes a 
drawing of $250 million from the Export-Import Bank of 
Washington and a payment of $133 million to the Euro- 
pean Payments Union for transactions in September, the 
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true rise amounted to $126 million. This compares with 
decreases of $292 million in September and $225 million 
in August. 

In addition, the United Ktigdom earned a surplus of 
£9 million with the EPU in October, compared with a 
deficit of £62 million in September. Since payments 
arising from EPU transactions are made a month in 
arrears, the gold and dollar reserves will benefit to the 
extent of $19 million in November. 

Although the improvement in the reserves obviously 
reflects the improvement in sterling in the exchange 
markets, it is difficult, according to the Treasury, to say 
how much is due to currency transactions and how much 
to normal commercial paymerits. In the exchange mar- 
kets, the spot rate for the dollar made a sharp recovery 
and reached parity on October 7. Later that week, ster- 
ling reached ‘parity with several European currencies; while 
the forward premium on the dollar narrowed to about 
3% per cent per annum, which roughly corresponds to 
the difference in interest rates on U.K. and U.S. Treasury 
bills. Transferable sterling also recovered and was at a 
discount of about 34 per cent on the official rate by the 
middle of October. 

On November 13, the spot rate in New York was 
$2.8025, three months’ sterling was $2.78, and transfer- 
able sterling was $2.7850. 


Sources: The Economist, October 12, 1957, and The 
Times, November 5, 1957, London, England; 
The Journal of Commerce, New York, N.Y., 
November 14, 1957. 


Belgium's 1958 Budget 

The Belgian budget for 1958, which has now been 
submitted to Parliament, provides for a surplus on cur- 
rent account that is substantially larger than the surplus 
originally budgeted for 1957.. Current receipts are ex- 
pected to increase by some BF 9 billion, i.e., some 9 per 
cent, mainly because of the additional income provided 
by the new taxes imposed in October 1957 (see this 
News Survey, Vol. X, p. 130), while the increase in cur- 
rent expenditures is estimated at only BF 4.3 billion, or 
5 per cent. Expenditures on the capital budget are 
expected to be some BF 12 billion, a decrease of 8 per 
cent; and the total budget deficit on current and capital 
account is expected to be about BF 6 million less than 
the BF 13 million budgeted for 1957. Consequently, the 
Government expects that the increase in public indebted- 
ness will be smaller than in 1957. Servicing of the debt 
in 1958 represents some 18 per cent of current expendi- 
tures. 


Source: La Libre Belgique, Brussels, Belgium, October 22, 
1957. 
Danish Foreign Exchange Law 
The Danish Government has introduced in Parliament 
a revision of the Law Concerning Economic Controls, 
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Supply of Goods, Etc. The purpose of the revision is to 
adjust the law to present conditions which, although no 
longer marked by scarcities of goods, are still character- 
ized by foreign exchange difficulties. The proposed revi- 
sion fixes limits to the powers that the, authorities have 
for the control of exports; there are no such limits in the 
present law. The aim of import controls will be to ensure 
reasonable competitive conditions in the Danish market, 

When the bill was introduced, the legislation—which 
was started more than 25 years ago in order to curb the 
use of foreign exchange—was reviewed. Today, about 
20 per cent of current imports is subject to quantitative 
controls. At present, liberalization can be effected either 
by expanding the free list of imports or by granting 
licenses liberally. Licenses have recently been granted 
liberally, thes anaes importers to me vere gottp are 
cheapesiendtins totoss atavina adt o only 

The rans di indicated dees in saath import 
controls would not be maintained in order to protect an 
industry that would not be able to compete under com- 
pletely free circumstances. 


Source: Bgrsen, Copenhagen, Denmark, October 30, 1957. 


Expansion of Aluminum Outpul in Norway 


A/S Ardal og Sunndal Verk, the largest producer of 
aluminum in Norway, has announced further expansion 
plans, which will bring the output capacity of its plants 
to about 150,000 tons a year by 1965. The company oper- 
ates two plants, one in Ardal and one in Sunndal, West 
Norway. The Rrdal plant is at present producing at the 
rate of 28,000 tons a year, and an expansion scheme now 
in hand will raise this to some 64,000 tons. The latest 
plans envisage a further increase of about 34,000 tons, 
thus raising the total output capacity of the plant to 
100,000 tons a year. The plans also proyide for an 
expansion of the hydroelectric facilities in Ardal. 
Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 

way, November 7, 1957. 


Swedish Government Finances 


The closed accounts for Sweden’s budget year 1956-57 
show revenue of SKr 10,691 million (compared with 
SKr 10,071 million in the budget year 1955-56) and 
expenditures of SKr 10,978 million; thus there was a 
deficit of SKr 287 million. Revenue on current account 
fell short of the estimates by SKr 618 million; SKr 519 
million of this amount was due to the fact that income tax 
receipts were less than had been estimated. Since the 
budget had indicated a surplus of SKr 707 million, the 
difference between the estimate and the final returns was 
SKr 994 million, of which SKr 265 million represents 
expenditures on a supplementary budget. 

Source: Svenska Dagbladet, Stockholm, Sweden, Novem- 
ber 4, 1957. 
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West German Fiscal Program 


In his inaugural address to the Bundestag, the Chan- 
cellor of the Federal Republic of Germany gave a general 
outline of the economic and fiscal program for the forth- 
coming third legislative period. Plans are to be presented 
for a reform of the capital market, and the double taxa- 
tion of shares and the tax on capital yield are to be abol- 
ished in order to encourage savings in securities. One of 
the schemes aimed at encouraging savings is to lower the 
tax rate on corporate dividends from the present rate of 
30 per cent and to adjust it to the rates prevailing for 
income taxes. Tax exemptions of up to 25 per cent are 
proposed for savings of persons in the lower and medium 
income groups, with a limit of DM 100 per month. Fed- 
eral participations and other assets held by public authori- 
ties are to be sold to the private sector, without wide 
loss, the proceeds to be used for the construction of roads, 
schools, and hospitals. A simplification of the present 
tax system is also under consideration. 

As part of the fiscal reform, various measures would 
be introduced to simplify fiscal administration and to 
make the fiscal year—which now runs from April | to 
March 30—coincide with the calendar year. 


Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, October 30, 1957. 


New West German Ministry of the Treasury 


A newly established Ministry of the Treasury will be 
responsible for administering the industrial assets and 
other property of the Federal Republic of Germany. 
Although its sphere of operations includes the various 
ERP counterpart funds, those departments in the former 
Ministry for Economic Cooperation which were concerned 
with European or other external matters (e.g., OEEC 
and London Debt Agreement) will be assigned to the 
Ministry for Economic Affairs, The first task of the new 
Minister for the Treasury, Dr. Hermann Lindrath, will be 
to draw up an inventory of the State’s property. In Bonn 
it is regarded as certain that, in collaboration. with the 
Ministers for Finance and Economic Affairs, Dr. Lind- 
rath will eventually proceed to restore part of the State’s 
industrial property to private ownership. To this end, 
one of his aims will be to create the right conditions for 
the issue of people’s shares. 

Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, October 25, 1957. 


Austrian Budget for 1958 


The Austrian Government has adopted budget estimates 
for the calendar year 1958 and submitted them to Parlia- 
ment for approval. In the ordinary budget, expenditures 
are estimated at.S 37,265 million and receipts at S 36,278 
million; thus a deficit of S 987 million is indicated. The 
extraordinary budget provides for investment expendi- 
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tures of S 1,707 million. The Government expects, how- 
ever, that ordinary budget revenue may actually exceed 
the estimate or, possibly, that certain expenditures may 
be reduced. If there should be a surplus in the ordinary 
budget, part of the deficit in the extraordinary budget 
would be covered by that surplus and the remainder would 
have to be financed by credit operations. 

A comparison of the 1958 budget estimates with the 
budget estimates for the current year shows an increase 
of about S 6.5 billion (20 per cent) in expenditures and 
an increase of about S 5.4 billion (17-per cent) in re- 
ceipts. The expectation of higher budget receipts is based 
mainly on the fact that actual tax receipts in the current 
year have exceeded the estimate by about 16 per cent. 
Among budget items responsible for the estimated in- 
crease..in, expenditures are obligations, arising..from the 
State Treaty (an increase of S 576 million, resulting 
mainly from the reimbursement of the oil industry for 
compensation deliveries to the Soviet Union) and larger 
expenditures for national defense (an increase of S 500 
million) and the debt service (an increase of S 482 mil 
lion). The proposed 1958 budget also provides, for an 
increase in public investment expenditures and social secu- 
rity payments. 

From the contingency budget drawn up by the Gov- 
ernment for this year (see this News Survey, Vol. IX, 
p. 167), S 405 million has been made available for the 
financing of additional investments. The Finance Min- 
ister recently stated that provision for a contingency 
budget in 1958 will also be made if receipts prove to be 
higher than the amount now estimated. 

Sources: Osterreichisches Institut fiir Wirtschaftsfor- 
schung, Monatsberichte, September 1957, and 
Wiener Zeitung, October 16, 1957, Vienna, Aus- 
tria; Neue Ziircher Zeitung, Ziirich, Switzerland, 
October 18, 1957; Austrian Information Serv- 
ice, Austrian Information, New York, N-.Y., 
October 26, 1957. 


Middle East 
Egypt's Bank Reserve Ratio 


The National Bank of Egypt has decreed a temporary 
reduction, as of November 1, from 124% per cent to 744 
per cent in the cash-deposit ratio of banks in Egypt; this 
ratio is to be again raised to 10 per cent on March 1, 1958 
and 12% per cent on April 1, 1958. The reason for the 
temporary reduction is to raise the liquidity of banks so 
that they may be able to finance the 1958 cotton crop. 
Source: Al Ahram, Cairo, Egypt, November 2, 1957. 


Egypt's Foreign Trade 


Egypt's trade deficit for the first nine months of 1957 
was about LE 3 million, which was considerably less than 
the deficit of LE 41 million for the first nine months of 








164 





INTERNATIONAL FINANCIAL News Survey, November 15, 1957 





1956. Total exports in the 1957 period rose to about 
LE 126 million, from LE 114 million in the correspond- 
ing period of: 1956; and imports fell to about LE 129 
million, from LE 155 million in the first nine months of 
last year. The 1957 deficit was due entirely to an unfa- 
vorable balance in September; for the first eight months 
of the year, there was a trade surplus of about LE 6 mil- 
lion. September is the first month of the cotton season 
and activities in the cotton market were concerned with 


contracting on the new crop rather than with actual 
exports. 


Applications for import licenses which hitherto have 
had to be submitted to the Ministry of Commerce may 
now be submitted to a bank. All applications for amounts 
exceeding LE 50 are subject to a small license fee. The 
Government has supplied the banks with a list of articles 
whose import is prohibited. This list includes all con- 
sumer goods that are produced in Egypt in sufficient 
quantities and goods characterized as “nonessential.” 
However, it is reported that the Government intends to 
liberalize the list, in view of the improved foreign ex- 
change situation. Also, the Government has decided to 
cease paying for imports in Egyptian currency and to 
release the foreign exchange needed. Barter deals and 
trilateral transactions will be banned, with the exception 
of those covering essential commodities, which must be 
obtained at world market prices. 

Sources: Middle East Economist and Financial Service, 
Forest Hills, N.Y., September 1957; Middle East 
Economic Digest, London, England, October 11, 
1957; Al Ahram, Cairo, Egypt, October 30, 
1957. 


Israel's Money Supply 


Following an increase of 15.7 per cent in the means 
of payment in Israel during the period August 1956- 
May 1957, the Governor of the Bank of Israel again 
submitted to the Government and the Parliamentary 
Finance Committee the report required by law when the 
money supply expands by more than 15 per cent. During 
the same period, the volume of goods and services rose 
by 10 per cent, gross national product by 8 per cent, 
imports by 17 per cent, and the consumer cost of living 
index by 6.5 per cent. The factor mainly responsible for 
the increased money supply was the increase of I£58 mil- 
lion in government borrowing required to balance the 
budget, the deficit in which was largely the result of 
security expenditure connected with the Sinai campaign. 
There was also some expansion of commercial credit to 
the public. 

The Governor of the Bank has again urged the bal- 
ancing of the Government’s budget, the maintenance of 
credit restrictions, the prevention of increases in per- 
sonal incomes, and the encouragement of saving. There 


is little prospect of a balanced budget, in view of the 
continued pressing needs of security and the absorption 
of immigration. A moderate expansion of credit was 
reluctantly authorized by the Bank of Israel at the end 
of 1956, and the upward trend of personal incomes is 
unlikely to be arrested in the foreseeable future, in view 
of the link between wages and the cost of living index. 
Only in the sphere of saving has some progress been 
achieved. 

The submission at less than yearly intervals of a re- 
port on increases in Israel’s means of payment has be- 
come a regular occurrence since the establishment of the 
Bank of Israel in 1954. It has been suggested that the 
reports lose some of their effectiveness through being 
repeated at such frequent intervals. Although there are 
few countries where the means of payment expands at a 
rate higher than in Israel, the question has been raised 
whether, in view of the fact that the dynamic growth of 
the economy absorbs a considerable proportion of the 
increases that are recorded, the issue of a warning is war- 
ranted by an expansion of no more than 15 per cent. 
Source: Bank Leumi le-Israel B.M., Review of Economic 

Conditions in Israel, Tel-Aviv, Israel, Octo- 
ber 1957. 


Return by Pakistan of U.S. Lend-Lease Silver 
The Pakistan Government has returned to the U.S. 


Government a major part of its share of the silver that 
was made available under lend-lease by the U.S. Gov- 
ernment to undivided India in 1943 for use in coinage. 
The total amount returnable by the Pakistan Government 
was 53,457,797 fine ounces, of which it was agreed with 
the U.S. Government that 30,519,360 fine ounces would 
be returned before the end of Pakistan’s financial year 
in March 1958. Almost all of this amount has now been 
delivered to the U.S. authorities. 

Source: Embassy of Pakistan, Press Release, Washing- 

ton, D.C., October 29, 1957. 


Far East 
India's Export Program 


A report, dated November 3, of the Export Promotion 
Committee of the Government of India concludes that, 
owing to the acute shortage of foreign exchange, exports 
will have to be increased immediately, to Rs 7-7.5 billion’ 
(US$1.47-1.58 billion) per annum. In the fiscal year 
1956-57, exports amounted to Rs 6.37 billion ($1.34 
billion) ; and the target that had been set for 1960-61, the 
last year of the Second Five Year Plan period, was Rs 6.15 
billion ($1.29 billion). 

The Committee believes that, if appropriate steps are 
taken, the immediate objective should not be difficult to 
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attain. The main recommendations of the Committee, 
pertaining to steps to increase production, incentives to 
exporters, improved credit facilities, and favorable bi- 
lateral trade agreements, are now under active considera- 
tion, and those which are deemed practicable will be 
implemented at once. 


Source: Information Service of India, Indiagram, Wash- 
ington, D.C., November 6, 1957. 


Indo-Japanese Trade Agreement 


An agreement for the importation of Japanese textile 
machinery into India on a deferred payments basis was 
signed in New Delhi on October 19 by the Chairman of 
the State Trading Corporation of India and the Presi- 
dent of the Japanese Textile Machinery Manufacturers 
Association. Under the agreement, various textile ma- 
chinery items will be supplied by Japanese manufacturers 
to Indian mills with the cooperation of the State Trading 
Corporation on the one hand and the Japanese Associa- 
tion on the other. Contracts will be entered into on the 
basis of deferred payments arrangements agreed upon 
between the two organizations. The contracts will be reg- 
istered with the State Trading Corporation, which will 
ensure their implementation. The Japanese Association 
will assist suppliers in the export of machinery and will 
try to keep prices at a reasonable level. 

Ten per cent of the value of each contract will be paid 
when a contract is placed, and another 10 per cent will 
be payable on the presentation of shipping documents. 
The remaining 80 per cent will be paid in ten equal half- 
yearly installments. The rate of interest will be 6 per cent. 

The machinery will include carding engines, spools and 
ring frames, blow-room machinery, automatic looms, 
high-speed winding and warping machines, sizing ma- 
chines, drawing frames, combing sets, cotton-waste spin- 
ning plant, and spinning and weaving machinery for silk, 
art silk, and spun silk. 

The Indian textile industry has a large program of 
rehabilitation of worn-out machinery. In view of the 
present foreign exchange difficulties, the agreement with 
Japan is expected to help considerably in implementing 
the industry’s development program. 

Source: Information Service of India, Indiagram, Wash- 
ington, D.C., November 1, 1957. 


Exchange Stabilization Fund in Laos 


A communiqué of October 21 announced the creation 
of an Exchange Stabilization Fund in Laos, to stop spec- 
ulation against the kip. This Fund will sell foreign 
exchange freely at a rate determined daily by a commis- 
sion comprised of the Governor of the National Bank, 
the Director of Foreign Finance, and the Treasurer Gen- 
eral. It will have branches in the principal cities in Laos. 


Press reports do not make clear the purposes for which 
the Fund will sell foreign exchange, inasmuch as imports 
of goods, transfers of all kinds, and foreign exchange allo- 
cations authorized by the Foreign Exchange Office are 
scheduled to be made under the same conditions and at 
the same rates that obtained prior to the creation of the 
Stabilization Fund. The communiqué points out that the 
basic rate of the kip, ie., K 35 per U.S. dollar, K 1 per 
10 French francs, and K 98 per pound sterling, remains 
unchanged. 
Source: L’Information du Viet-Nam Economique et 
Financiére, Saigon, Viet-Nam, October 31, 1957. 


Interest Rate Adjustments in Taiwan 


All commercial banks in Taiwan again lowered their 
interest rates last July. The general reduction applied to 
both the interest paid by banks on deposits and the inter- 
est charged to customers on loans. Interest payable on 
current accounts “A” (demand deposits) was abolished, 
and that on current accounts “B” (savings accounts) was 
reduced from 3.60 per cent to 2.88 per cent per annum. 
Interest payable on preferential rate deposits, which was 
introduced in 1950 to encourage savings, was reduced 
from 12.0 per cent to 10.2 per cent per annum for three- 
month deposits; from 18.0 per cent to 16.2 per cent for 
six-month deposits; and from 21.6 per cent to 19.8 per 
cent for one-year deposits. A rate of 21.6 per cent for 
two-year deposits was also introduced at this time to 
foster savings; this type of account is handled by the 
Bank of Taiwan only. On unsecured loans of less than 
six months, the interest charged by commercial banks 
was maintained at 22.3 per cent per annum, while that 
on secured loans of under one year was changed from 
21.6 per cent to 19.8 per cent. 

The Government’s policy has been directed toward low- 
ering the interest rates on loans, thus lightening the cost 
of industrial production, and interest rates have been 
changed many times in recent years. The last changes 
were made in June 1956. In June 1957, the prevailing 
rate charged by private money lenders outside the bank- 
ing institutions was 39.6 per cent per annum for unsecured 
loans and 32.4 per cent for secured loans. 

Source: Bank of China, Bi-Monthly Economic Review, 
Taipei, Taiwan, July-August 1957. 


Wholesale Prices in Japan 


The index of wholesale prices in Japan, which had been 
declining since last March, turned upward in September; 
the increase of 0.2 per cent over August raised the index 
to 104.2 (1952=100). Textile prices rose by 0.8 per cent, 
mostly because of an active seasonal demand, and the 
index advanced to 79.4. The index for foodstuffs, at 
107.3, was 0.6 per cent above the August index and at a 
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new high level. The iron and steel index remained un- 
changed at the August figure of 118.4. Prices of im- 
ported scrap iron fell largely because of a drop in freight 
rates. Nonferrous metals prices rose by 0.2 per cent, and 
the index was 88.5. Prices of scrap copper increased 
primarily because of the temporary suspension of imports 
under the automatic approval system. Owing to excessive 
production in most branches of the chemical industry, 
wholesale prices of chemical products as a whole declined 
by 0.9 per cent, the index falling to 86.6. 
Source: Bank of Tokyo, Weekly Review of Economic Afj.- 
fairs in Japan, Tokyo, Japan, November 2, 1957. 


United States and Canada 


President Eisenhower has raised the customs duty on 
spring clothespins by 10 cents per gross, effective De- 
cember 9. The action is in accordance with a recom- 
mendation of the U.S. Tariff Commission that imports 
were causing serious injury to the domestic industry. 
The effect of the President’s proclamation will be to raise 
existing duties to 20 cents per gross on imports from 
Europe, and to 18 cents per gross on imports from Cuba, 
which are covered in a separate trade agreement. The 
President rejected a recommendation by the Commission 
to limit imports of clothespins through the imposition of 
an absolute import quota. Total imports of this item 
from all sources amounted to $660,000 in 1956. 

Source: The Wall Street Journal, New York, N.Y., No- 
vember 12, 1957. 


U.S. Farm Exports 


U.S. farm exports during July-September, at $935 mil- 
lion, were 5 per cent less than a year earlier, The decline 
was due to smaller exports of wheat, other grains except 
corn, and fats and oils. Exports of corn, soybeans, and 
flaxseed were considerably larger than a year ago, and 
there was a slight increase in cotton exports. 

Source: The Journal. of Commerce, New York, N.Y., 
November 8, 1957. 


Commodity Trade of Canada 


In September, for the fifth successive month, Canada’s 
trade balance was slightly better than in the correspond- 
ing month a year earlier; for the first nine months of 
1957, the import surplus was $663 million, compared 
with a surplus of $668 million for the first nine months 
of 1956. Total exports this year were $3.64 billion, almost 
2 per cent more than in the same period last year; and 
imports advanced slightly more than 1 per cent, to 
$4.30 billion. 


The import surplus with the United States declined from 
$984 million in the first nine months of last year to $926 
million this year, while the traditional export surplus 
with the United Kingdom fell from $229 million to $154 
million. The trade balance with other Commonwealth 
countries this year showed an export surplus of $110 
million, some $20 million more than last year. 

Source: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, November 1, 1957. 


Latin America 


Export-Import Bank Loan fo Mexican Steel Company 


On November 6, the Compafiia Fundidora de Fierro 
y Adeto Ge Monterrey; S2A of Mexico Yecéived i credit 
of $16 million from the Export-Import Bank of Wash- 
ington. The credit is to be repaid in 30 semiannual in- 
stallments commencing June 15, 1961. It will be used to 
purchase U.S. equipment for the construction of a ther- 
mal electric plant, which will provide power for a new 
steel mill, to purchase mill cranes, to establish a new open 
hearth shop equipped with a 250-ton furnace which will 
supplement and gradually replace older steel-making fa- 
cilities, and to acquire additional equipment for soaking 
pits and also other facilities. When the expansion pro- 
gram is completed, there will be a better balance between 
the supply of steel and of finished products, and the 
company will be able to produce its own electric power. 

The expansion program undertaken by the company in 
1956 is already being financed to the extent of $26 mil- 
lion under a previous credit authorized by the Export- 
Import Bank in July of that year (see this News Survey, 
Vol. IX, p. 39). Thus the new credit of $16 million 
raises to $42 million the Bank’s total credit to aid the 
expansion program, which has been increased to $60.4 
million. For this program, U.S. equipment and services 
are éstimated ‘at the equivalent of US$43.8 ‘million, and 
domestic requirements at US$16.6 million. Fi 

When the program is completed, the company will 
have an annual ingot capacity of 400,000 tons, which 
can be processed into flat products, structural shapes, 
rails, bars, rods, and smaller shapes, as well as billets. 
The use of steel in Mexico increased from about 260,000 
metric tons in 1939 to nearly 1.2 million tons in 1956, 
and estimates indicate consumption of 1.5 million tons 
in 1960 and 2.2 million tons in 1965. 
Source: The Export-Import Bank of Washington, Press 

Release, Washington, D.C., November 6, 1957. 


Export-Import Bank Loan to Cuban Company 


The Export-Import Bank of Washington has announced 
a credit of $17.5 million to help finance a $61 million 





expansion program of the Cuban Telephone Company, 
a subsidiary of the International Telephone and Tele- 
graph Company ([.T.T.). The credit is to be used to 
purchase materials and equipment in the United States. 
Other fun: for the expansion program will be obtained 
from, the sale of $7.3 million of common stock to I.T.T. 
and from the proceeds of a recent sale of more than $10 
million of common stock to Cuban private investors. 
Cuban Telephone Company is scheduled to repay the 
Export-Import Bank credit over a 15-year period starting 
two years after each advance is made by the Bank. 
Source: The Wall Street Journal, ‘New York, N.Y., No- 
vember 12, 1957. 


Peru's Balance of Payments 


‘Although the volume of Perw's-exports: in the first nine 
months of 1957 exceeded the volume during the corre- 
sponding period in 1956 by 27 per cent, the slump in 
mineral prices kept export proceeds so low that they 
increased by less than 1 per cent. At the same time, the 
value of imports increased by 15 per cent, or US$38 
million. Imports of capital equipment. by foreign min- 
ing and petroleum companies, which place no strain on 
current export earnings, increased by $44.4 million. 
Source: Banco Continental, News Letter, Lima, Peru, 

October 31, 1957. 


Other Countries 


Monetary Developments in Australia 


Total deposits with the major trading banks of Aus- 
tralia amounted to £A 1,538.1 million in September; this 
was £A 17.9 million less than in June of this year but 
£A 110.8 million greater than in September 1956. Loans 
to the private sector in September (£A 860.7 million) 
were £A 8.1 million less than in June and £A 24.1 mil- 
lion below the September 1956 level. On the other hand, 
government security holdings of the major trading banks 
were somewhat higher than in June and £A 50.4 million 
greater than in September 1956. Cash and treasury bills 
also increased in the September quarter, and, in view of 
the drop in deposits, the liquidity of the banks was im- 
proved. The funds that the major trading banks were 
required to keep in special accounts with the Common- 
wealth Bank remained unchanged during the September 
quarter and represented 22.1 per cent of total deposits; 
in September 1956, special accounts amounted to 17.8 
per cent of deposits. 

According to preliminary estimates, the net amount of 
new money raised from the investing public by Aus- 
tralian companies listed on the Australian Stock Exchange 
was £A 96.4 million during the year ended June 1957. 
This compares with £A 109.2 million in 1955-56 and 
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£A 87.2 million in 1954-55. The amount raised by the 
issue of shares was £A 43.6 million, about £A 16 million 
less than in each of the two earlier years; but the amount 
raised by the issue of debentures and registered notes and 
by the acceptance of deposits, at £A 52.8 million, was 
£A 2.8 million greater than in 1955-56 and nearly. double 
the amount raised in 1954-53. 
Source: Treasury Information Bulletin, Canberra, Aus- 
tralia, October 1957. 


Australian Wool Prices 


By the middle of October the prices realized at the 
Australian wool sales for merino wools were 18 per cent 
below the closing rates at the end of the:1956-57 season, 
and crossbred prices were down by 12 per cent. (The 
closing rates at the end of theid®GGe5Y resasdme litiwdvars) 
were above the average for the year.) There was a mod- 
erate recovery of prices later in the month. It is believed 
that, following the announcement of the increase in the 
British bank rate, U.K. buying limits were reduced. 
Western European demand remained steady, and there 
were increasing Japanese demands. 


Source: National Bank of Australasia, Woo! Letter, Mel- 
bourne, Australia, October 26, 1957. 


Control of New Zealand Bank Reserve Ratios 


A survey of New Zealand credit policy during the last 
year, published in the Annual Report of the Reserve Bank 
of New Zealand for the year ended March 31, 1957, recalls 
that during most of the year ended March 31, 1956 the 
Bank’s policy had been to adjust the reserve ratios of 
the trading banks so that its loans to the trading banks 
averaged about £12 million. In May 1956, this policy 
was revised to give the banks a more direct incentive to 
reduce advances, and a formula was announced under 
which the trading banks were advised of the basic level 
of advances which the Reserve Bank considered appro- 
priate. If trading bank advances in any one month ex- 
ceeded the basic level, the reserve ratios were adjusted in 
the following month so that the average borrowing dur- 
ing that month was equal to the amount of the exceas 
advances during the previous month. This procedure 
has been successful in that advances have been reduced 
steadily and the banks have therefore been required to 
borrow less and less from the Reserve Bank. 

The administration of the formula has not been easy, 
however. There is no simple and accurate test of whether 
bank advances are too high or too low. The figure selected 
as the basic level is necessarily provisional, and it_has to 
be revised from time to time in the light of changes in 
actual advances, economic conditions, seasonal require- 
ments, and factors outside the control of the banks. More- 
over, there is usually a marked seasonal rise in the banks’ 
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cash from the end of December to early March. If the 
formula had been fully used in the first quarter of 1957, 
it would have been necessary to raise reserve ratios sev- 
eral times and to the very high level of some 40 per 
cent of demand liabilities. It is known, however, that 
with the income tax payments which fall due in March 
the accumulations of bank cash will be much reduced. 
Accordingly, reserve ratios were not raised after Decem- 
ber 21, 1956, and they were lowered in March to allow 
for the transfer of income tax receipts to the Public Ac- 
count without penalizing the banks. 


Even apart from these special seasonal movements, 
the formula which has been devised is likely to require 
frequent changes in reserve ratios. These frequent 
changes are often interpreted as meaning a relaxation or 
tightening of credit policy. They are in fact merely tech- 
nical changes which are necessary if a constant policy is 
to be followed. It is not the level of the ratios which 
counts, but the level of net free cash left in the hands of 
the banks. To minimize the possibility of misunderstand- 
ing, the Reserve Bank intends to discontinue the issue of 
press statements when the ratios are altered, unless a 
change in the tightness of credit policy is involved. 
Source: Reserve Bank of New Zealand, Bulletin, Welling- 

ton, New Zealand, August 1957. 


New Zealand's Overseas Exchange Transactions 


Overseas exchange transactions of ‘New Zealand in 
September showed a deficit of £NZ 10.5 million, com- 
pared with a deficit of £NZ 8.4 million in September 1956. 
For the year ended September 30, 1957, the deficit was 
£NZ 4.0 million, about 11 per cent more than the deficit 
of £NZ 3.6 million for the previous year. 


Receipts from exports rose from £NZ 277.1 million 
during the 12 months ended September 1956 to £NZ 290.5 
million in the corresponding period of the following year. 
Wool exports increased by £NZ 16.8 million and meat 
exports by £NZ 6.6 million, while butter and cheese ex- 
ports fell by £NZ 17.1 million. Payments for imports in 
the year ended September 1957 were also higher than in 
the preceding 12-month period; government imports rose 
by £NZ 2.2 million and private imports by £NZ 17.2 
million. 

Commenting on the overseas exchange position dis- 
closed by the September figures, the Minister of Finance 
of New Zealand remarked that private imports were at 
present running too high in relation to export receipts. 
Although the position is not critical or serious, it does 
not justify any relaxation in the control over bank ad- 
vances or over government expenditure. 

Source: Reserve Bank of New Zealand, New Zealand 
News Review, Wellington, New Zealand, Octo- 
ber 26, 1957. 
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Banking in Western Samoa 


A group of financial experts has recommended the 
establishment of a central bank in Western Samoa, with 
55 per cent of the capital owned by the Samoan Gov- 
ernment and 45 per cent by the New Zealand Govern- 
ment. In addition to providing normal commercial bank 
facilities, the proposed bank should be the sole note- 
issuing authority for Western Samoa, should hold its 
foreign exchange reserves, and should operate a develop- 
ment department that could make advances to aid agri- 
cultural and industrial production. The bank should 
maintain a reserve in gold, sterling, or other readily 
realizable assets or currency of not less than 30 per cent 
of its aggregate note circulation and its commercial bank 
deposit liabilities in Western Samoa. It is also recom- 
mended that after gaining independence Western Samoa 
should remain a member of the sterling area. 


Source: The New Zealand Herald, Auckland, New Zea- 
land, September 11, 1957. 


Economic Status of Tangier 


The nine-power international administration of Tan- 
gier was terminated in October 1956, and Tangier became 
a part of independent Morocco. On August 30, 1957, a 
charter was promulgated for Tangier which provides 
(1) for the maintenance of freedom of exchanges, 
(2) for unrestricted imports and exports, and (3) that 
any modification of the present tax system shall be com- 
patible with the need for commercial and financial free- 
dom. Six months’ notice is to be given of any change 
in the first two of these provisions. 


Source: The Bankers’ Magazine, London, England, Oc- 
tober 1957. 


Corrigendum 


Volume X, No. 18, November 1, 1957, page 148, item 
“Industrialization in Iraq’: The source for this item 
should read “Middle East Economist and Financial Serv- 
ice, Forest Hills, N.Y., September 1957.” 
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